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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, DC. 20849

B-1148:9

- To the President of the Senate and the

Speaker of the House of Representatives

This is our report on the cxamination of the financial
statements of the Government Printing Office for the fiscal
vear ended June 30, 1972.

We made our examination pursuant to the Legislative-
Judiciary Appropriation Act, 1954 {44 U.S.C. 309).

We are seanding copies of this report to the Director,
0fyice of Management and Budget; to the Joint Committee on
Pr.nting; and to the Public Printer.

/ —
A@@ Z.

Comptroller General
of the United States
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COMPTROLLER GLNZRAL'S
REPORT TO THE CONGRESS

WY THE EXANIIJATION WAs HIDE

The Comptrgller General .is reguired
by law o audit annua]Ty the activ-
ities of the Government Printing
0ffice (GPO).

PINION O FLIANCTAL STATEZMETNTS

GAD cannct express an opinion on

the accompanying financial state-
ments of GPO taken as a whole; how-
ever, the individual amounts shown
in the statements--with the excep-
tion of the accounts discussed be-
Tow-~~-are fairly stated as of

June 30, 1972, and for the fiscal
year then ended, in conformity with
principles and standards of ac-
counting prescribed for executive
agencies by the Comptroller General
applied on a basis consistent with
that of the preceding year--except
for the change which GAO recommended
in eliminating advance billings, un-
collected as of the end of the fis-
cal year.

Because of the following reasons,

GAQ was unable to verify the June 30,
1972, balances of publications for
sale; paper, envelopes, and other
supplies inventories; accounts pay-
able; Government accounts receivable;
and the portions of the income and
expense statements affected by these
accounts.

1. A complete physical count had not
been taken of the publicatians

Tear Sheet. Upeon removal, the report
cover date should be noted hereon.

EXAMINATION OF FINANCIAL STATEMENTS
GOVERNMENT PRINTING OFFICE
FISCAL YEAR 1972 B-114829

for sale and paper and envelopes
inventories during the designated
inventory cycle. At June 30,
1972, the publications for sale
and paper inventories were valued
at $7.3 million and $4.9 million,
respectively. (See pp. 6 and 7.)

2. Test counts of paper inventory
could not be reconciled with the
inventory records., (See p. 7.)

3. The materials and supplies inven-
tory of $2.8 million at June 30,
1972, included a significant num-
ber of items which could not be
identified or located. The GPO
internal audit staff determined
that the June 30, 1972, inventory
included $211,827 viorth of uniden-
tifiable items, or about 7 percent
of the total inventory. The in-
ternal audit staff was unabie to
establish that any of these items
existed. (See pp. 7 and 8.)

4. Accounts payable and the corre-
sponding expense--purchases of
printing--were overstated at
June 39, 1972, because the end-
ing accounts payable balance of
about $19.1 million for printing
services purchased includad bills
which had been paid before year-
end. A test of 202 accounts pay-
able 1tems totaling $137,486 re- -
vealed that 46 items totaling
$49,968, or 26 percent of the
sample, had been paid before
June 30, 1972. GAD did not de-
termine the total amount of the
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overstatement due to the large
number of bills making up ac-
counts payable and the time re-
quired to determine whether they
ha? been paid. {See pp. 8 and
9.

5. The overstatement of accounts
payable for printing services
purchased also resulted in a cor-
responding overstatement of ac-
counts receivable-~Government,
and income--printing and binding
services performed for Government
agencies and the Congress. (See
p. 8.

OTHZR MATTERS QF INITEREST

GPO is responsible for furnishing
printing end binding work ordered

by the Congress, executive depart-
ments, and independent agencies of
the rederal Government. In addi-
tion, GPO prints and sells agency
documents of general interest to the
public. GPO's gross income for fis-
cal year 1972 totaled about

$303.7 million, of which about
$241.9 million was derived from
printing and binding services per-
formed for Government agencies and
the Congress.

This report contains no recommenda-
tions.

AGZNCY ACTIONS AND UVRESOLVED ISSUES

- BEST porip,

GAO made several suggestions‘in its
draft report to the Public Printer

TyT Avay AR &

for correction of weaknesses in the
accounts and control procedures.

GAD also made suggestions to correct
those matters which affected GAQ's
opinion on the fiscal year 1972 fi-
nancial statements. The Public
Printer, in responding to the draft
report, outlined the actions taken
and planned to correct these mat-
ters.

GPO i$ making physical counts of
publications and paper and envelopes
inventories to comply with the des-
ignated inventory cycle. In addi-
tion, inventory teams have been as-
signed to count all materials and
supplies. These counts should be
completed by June 30, 1973. AIl un-
identified items wil? be located or
removed from the accounting records.
GPO officials said they have deter-
mined why the unidentifiable items
were inzluded in the inventory and
they are taking appropriate correc-
tive action. ({See pp. 6 to 8.)

GPO l.as assigned a staff to review
the accounts payable items regularly
ard purge all previously paid bills.

This action should result in a proper

presentation ¢f the accounts payable
and accounts receivable items. GPO
is considering the use of computer
edit procedures which weuld identify
questionable payable items. (See
pp. 8 and 9.)

MATTERES FOR CONSIDERATION BY
THE (OVGRESS

This report, required by law, in-
forms the Congress of GPO's opera-
tions and financial condition.
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CHAPTER 1

g

INTRODUCTION

b Y matm

The Government Printing Office {GPO) is responsible for
furnishing printing and binding work cordered by the Congress,
: executive departments, and independent agencies of the Federal
Government. 1In addition, GPO prints documents of general
interest for sale to the public.

e e

The Public Printer, appointed by the President of the
United States with the advice and consent of the Senate, is
responsible for managing GPO. The Joint Committee on Print-
ing, consisting of the Chairman and two members of the Senate
. Conmittee on Rules and Administration and the Chairman and
: two menbers of the House Committee on House Administration,

: acts as the board of directors of GPO.

Y R T P Yo

: The Superintendent of Documents, appointed by the Public
¢ Printer, dirccts the Public Documents Department which sells
t Government publications to the general public. These sales
; arc accomplished through orders mailed to GPO and through

the operation of distribution centers in Philadelphia, Penn-
) sylvania, and Pueblo, Colorado, and 18 bookstores thrcughout
: the United States. The Public Documents Department prepares
official catalogs and indcxes, distributes publications to
depository libraries, and mails certain publications for other
Federal departments and agencies.

FINANCING OF PO ACTIVITIES

L N S W

GPO activities are financed by a revolving fund which
is reimbursed by customers for whom printing services have
been provided. lhe Congress provides annual appropriations
for congressional printing and binding work and for the activ-
ities of the Superintendent of Documents.

v wa

ot e p gy

Activities financed through
revolving fund

The revolving fund provides temporary financing for the
printing and binding of publications ordered by Government
agencies and the Congress. The fund is reimbursed for this
work by payment from the agencies or by charges against the
appropriation for congressional printing and binding.

Revenues and costs pertaining to the eperations of the
Superintendent of Documents are also accounted for in the
revolving fund. The prices of publications included in the
Superintendent's sales program are established pursuant to
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the United States Code (44 U.S.C. 1708), which provides that
prices be based on cost as determined by the Public Printer,
plus 50 percent. Program receipts arisc from publication
sales to customers, appropriatcd funds used to finance pro-
gram administration, and miscellancous transactions. Peii-
odically the excess of receipts over program Costs arve
transferrcd from the revolving fund to miscellaneous receipts
in the U.S. Treasury.

Buring fiscal year 1972 the revolving fund was reduced
by payvments of $7.8 million to the Treasury. These payments
consisted of $5.7 million represcenting the balance of excess
receipts for the fiscal year 1971 sales program and $2.1 mil-

lion in excess receipts for the fiscal year 1972 sales program.

GPO has been transferring the excess receipts in part during
the program year in which they arc originated and in part
during the programn yeer which fellows.

Appropriation for congressional
printing and binding

The Congress annually appropriates funds to GPO for
congressional princing and binding work. The appropriation
also provides funds for printing and binding work for the
Architect of the Capitol; for printing, binding, and distrib-
uting the Federal Register and the Code of Federal Regula-
tions; and for printing and binding Government publications
authorized by law to be distributed without charge. Appro-
priated funds are transferred to the revolving fund to reim-
burse it for the cost of printing and binding. The appropri-
ation for fiscal year 1972 was $38 million.

As shown in schedule 3, obligations outstanding at
June 30, 1972, exceeded the unexpended balance of appropria-
tions by $21.8 million. This amount, required to complete
unfinished printing and binding work authorized in prior

years, is to be included in subsequent years' budget requests.

This funding practice is consistent with that cf prior years.
Since fiscal year 1958, the appropriatien acts for GPO have
contained provisions permitting the appropriation for the
yvear to be used for paying obligations incurred in preceding
fiscal years.

Appropriation for activities of
Superintendent of Documents

The Congress annually appropriates funds for the Super-
intendent of Documents to finance parts of the program for-
selling documents tc the public and for non-revenue-producing
activities, such as the depository library program snd cata-
loging and indexing documents printed under GPO auspices.
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~As shown in schedule 6, the Supervintendent's appropriation,

after a $450,000 reimbursement adjustment, amounted to

$15.3 million, an increase of $2.6 million over comparable
funds available in the prior fiscal year. The increased fuuds
were used primarily to pay the additional compensation re-
quired by a general pay raisc and for cstablishing and ocperat-

ing the Philadclphia and Pueblo distribution centers and three
bookstores.

In fiscal year 1973 the Congress appropriated an addi-
tional $12.7 million--also reflected in schedule 6--as part
0t the Superintendent's appropriation. This approprisation

was for a deficicency resulting from incrcased mailing costs
for fiscal year 1672.
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CHAPTER 2

COMMENTS ON FINANCTAL STATEMENTS

PUBLICATIONS FOR SALE INVENTORY

We could not verify the reliability of the balance of
the publications for sale inventory of $7.3 million at
June 30, 1972. (See sch. 1.)

GPO procedures require that a perpetual inventory sys-
tew be used to control the publications for sale inventory.
This system is dependent on physically counting all publica-
tions at least once within each 18-month cycle. The last in-
ventory c¢ycle was January 1971 to June 197Z.

The June 30, 1972, publications for sale inventory can-
sisted of over 24,000 different types of publications. Over
half the inventory was at *ne North Capitol Street warehouse
in Washington, D.C. A complete physical count was not taken
at this warchouse during the last 18-month inventory cycle.
Because it was mot practical to randomly select and physically
count the number of publications required for an independent
test, we could not verify the accuracy and reliability of the
June 30, 1972, balance of publications inventory.

GPO officials concurred that a physical count is nceded
and that they have not complied with the inventory procedures
due t> a shortage of personnel. They informed us that physical
counts of the publications are now being made in the North
Capitel Street warehouse.

PAPER AND [NVELOPES INVENTORY

The $7,731,491 balance at June 30, 1972, for paper, en-
velopes, and other supplies, as shown in schedule 1, consisted
of $1,888,680 for paper and envelopes and $2,842,811 for other
materials and supplies. Approximately $391,087 of the paper
inventory was at the GPO field offices.

We were unable to verify the actual value of the paper
and envelopes inventory because no complete physical count
had been taken and our test counts of paper on hand would not
reconcile with GPO records.

The paper inventory accountability is controlled by a
perpetual inventory system which consists of a perpetual rec-
ord kept for each paper property at each location. A paper
property represents an individual size and type of paper.
vhen paper is received or issued or the paper is physically
coeunted, required adjustments are made to the perpetual record.
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As with the publications for sale inventory, the perpetual
system is dependent on physically counting all paper properties
at least once every 18 months sco that inventory records can
be adjusted. During the inventory cycle June 30, 1970, to
December 31, 1971, ubout 311 paper properties had not been
counted, Furthermore, as of August 28, 1972, 78 of these
paper preperties and 384 additioncl properties out of 1,167
properties on hand had not been ccunted for over 18 months.

We attempted to verify the inventory records by physically
counting several paper properties and comparing the results
with the perpetual records. A test of 15 paper properties
valued at epproximately $100,000 showed significant variances
between cur physical counts and the perpetual records. For
example, we counted 143,400 sheets of one property while the
perpetual record showed 67,950 sheets, an overage of 75,450
sheets. For properties included in our test, the net overage
was about 48 percent, or $47,000.

GPO officials said they had been unable to comply with
the physical inventory procedures because of a shortage of
personnel. They said they are trying to comply with the
physical inventory procecures and that all paper properties
wiil be counted by June 30, 1973. Monthly progress reports
are now being prepared to report the status of the 18-month
inventory cycle. In addition, GPO is planning to automa:e
the inventory system to improve the accuracy and reliability
of the paper inventory records.

MATERIALS AXND SUPPLIES INVENTORY

We could not verify the reliability of the materials and
supplies inventory of $2.8 million at June 30, 1972, because
it included a significent number of items classified "no de-
scription available,” which could not be identified or lo-
cated. The GPO internal audit staff determined that the
June 30, 1972, material and supplies inventory included
$211,827 worth of unidentifiable items, or about 7 percent of

the total inventory. The internal audit staff was unable to es-

tablish the physical existence ¢f any of these items.

GPO officials stated that most of these items resulted
from a faulty computer program which eliminated from the in-
ventory record the description portion of the stock item when
the stock was issued but failed to remove the entire item.

According to GPQ, inventory teams have been assigned to
count all materials and supplies. The physical inventories
should be completed by June 30, 1973, and all unidentified
items should be identified or removed from the accountin
records. :
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GPO officials said the faulty computer program which
made most of the items unidentifiable has becen repluced. In
additicn, other minor inventory problems have becen identified
and appropriate corrective action is being taken.

ACCOUNTS PAYABLE ARE NOT
FAIRLY STATED

We found that accounts payable and the corresponding
expenses--purchascs of printing--were overstated at June 30,
1972, because accounts payable contained numerous bills which
had been paid before yearend.

According to GPO records, sbout §19.1 million, or 51 per-
cent, of the uccounts payable balance in the revolving {fund
at June 30, 1972 (see sch. 1), was for printing services pur-
chased. The vearend accounts nayable balance and related
expenses fco printing services purchased arc determined by
an accrued expenditures report. PO internal auditors reviewed
202 items totaling $137,486 from the accrued cxpenditures re-
port and found that 46 items tataling $49,968, or 36 percent
ol the sample, had been paid beforc June 30, 1972. These items
should have been excluded from the yearend account balance.

We did not determine the total anount of the overstate-
ment due to the large nuwber of bills making up accounts pay-
able and the time required to determine whether they had been
paid., Hewever, because of the large error rate found in the
internal! auditors' sanple, we believe accounts payable for
printing services published is not fairly stated.

GPO officials agreed that accounts payable is overstated
at June 30, 1972, GPO assigned a staff to review the accrued
cxpenditures report regularly and to purge it of all previously
paid bills. GPO is considering the use of an edit procedure
which would produce a computer listing of questionable trans-
actions in the accrued expenditures report.

In responding to our draft report, the Public Printer
said the overstaterment of accounts payable would also result
in an overstatement of accounts receivable--Government and
income from printing and binding services performed for Gov-
ernment agencies and the Congress. :

We agrec that an overstatement of accounts payable for
printing services purchased would have a corresponding effect
on accounts receivable--Government and income. Because we
could not determine the actual overstatement of accounts pay-
able, we, likewise, could not determine the extent to which
accounts receivable and income were overstated.
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The Public Printer's action to purge the accounts pavable
items should result in a proper prescntation of the accounts
pavable and accounts receivable items.

BILLINGS FOR WORK NOT COMPLLTED

The fiscal year 1972 financial statements furnished to
us for audit improperly showed §3.% million in accounts re-
ceivable and deferred credits representing advance billings
to customers which had not been collected at June 30, 1972.
At our request, this $3.5 million was climinated {rom deferred
credits and accounts receivable. An adjustment was not made
for fiscal vear 1971, although the same situation existed in
the amount of $1.9 million.

GPO officials informed us that the uncollected zdvanced
billings should have been removed {rom the accounting records
for statement purposes. They said the procedure was followed
for fiscal year 1970 and prior fiscal years. lowever, due
to an oversight, they failcd to follow the procedure for fiscal
years 1971 and 1972. The officials stated that action has
been taken to insure that the procedure is followed in the
future.

In responding to our draft report, the Public Printer
solicited our comments on the propriety of GPO billing {for
work before completion. This matter will be explored during
our fiscal year 1973 audit eof GPQO's financial statcments.

OTHER MATTERS BROUGHT TO GPO'S ATTENTION

Value of paper inventory
at {1c1d ofiices overstated

The GPO Accounting Principles and Standards Manual states
that the basis for recording paper inventory will be a standard
price which is a computed cost rate calculated by GPO. The
paper inventory at the GPO field offices--valued at $3Y1,087--
was overstated at June 30, 1972, by $59,150 because it was
recorded at selling price, the standard price plus handling
charges. GPO recorded all other paper inventory at standard
price. Therefore, the June 30, 1972, paper inventory was re-
corded partially at standard price and partially at selling
price.

GPO officials agreed to record field offices' paper in-

ventory at standard price for all subsequent financial state-
ments. : :
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Prior-vear adjustment should be
included in current income statcment

Normally, priov-period adjustments are recognized as
current income or expense except those transactions or events
occurring in a prior period, whose accounting effects could
not be determined with reasonable assurance at the time of
the event.

In schedule 2 the writeoff of material and supplics
inventory to retaincd earnings should have been made to cur-
rent costs. The income statement would then show a net income
to the revolving fund of $8,067,288 rather than $8,379,514,
as currently shown.

GPO officials said the writeoff was for inventory items
which, based on their records, had preobably been overstated
for the past several years. Prcause of this, the decision
was made to record the inventory writeoff as a prior-yecar
adjustment., The Public Printer informed us, however, that
similar adjustments will be recognized in the future as
current-ycar transactions.

10
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SCOPE OF EXAMINATION

e reviewed GPU’'s statement of assets and liabilities
as of June 30, 1972, related statements of income and expensc,
status of appropriations aad other {fund balances, payments
from appropriations to the revolving fund, amounts due the
Treasury f{rom the sale of publications, and the statement of
sources and application of funds for the ycar then ended. We
made our examination in accordance with generally accepted
auditing standards and included such tests of the accounting
records and financial transactions and such other auditing
: procedures we considered necessary in view of the types and

volume of the transactions and the effectiveness of the in-

ternal controls, including the internal audit f{functions.

i an A oLk T PR T S

During fiscal year 1972 GPO's Office of Audits issued
38 reports concerning various aspects of GPO operations. We
relied to the extent possible on the work of the internal
auditors in our review.
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CHAPTER 4

OPINION ON FINANCIAL STATEMENTS

The financial statements accompanying this report were
prepared by GPO with minor modification by us to improve
their clarity. Certain expenses relating to GPO are not borne
by it and are not required to be reported in its financial
statements. These expenses, estimated to be about §542,000,
include the cost of space and utilities furnished GPO in
buildings under the control of, or leased by, the General
Services Administration and the cost of our annual audit.

Because of the following reasons, we were unable to verify
the June 30, 1972, balances of publications for sale; paper,
envelopes, and other supplies inventorics; accounts payable;
Government accounts receivable; and the portions of the income
and expense statements affected by these accounts.

--A complete physical inventory had not been taken of the
publications for sale and paper and envelopes invento-
ries during the past 18 months, and we were unable to
verify the perpetual inventory records by other audit-
ing techniques. (See pp. 6 and 7.)

--The material and supplies inventory of June 30, 1972,
contained a significant number of items which could
not be located. (See pp. 7 and 8.)

--Accounts pavable and the corresponding expenses--pur-
chases of printing--were overstated because the
June 30, 1972, accounts payable balance included bills
vhich had been paid before yearcend. This overstate-
ment alsc resulted in a corresponding overstatement of
accounts receivable--Government and income from print-
ing and binding services performed. We were unable to
determine the total overstatement because of the large
number of bills in accounts payable and the time re-
quired to determine which bills had been paid. (Sece
pp- 8 and 9.) .

We cannot cxpress an opinion on the accompanying finan-
cial statements of GPO taken as a whole; however, the indi-
vidual amounts shown in the statements--with the exception of
the accounts discussed above--are fairly stated as of June 30,
1972, and for the fiscal year then ended, in conformity with
principles and standards of accounting prescribed for execu-
tive agencies by the Comptroller General applied on a basis
consistent with that of the preceding year--except for the
change which we recommended in eliminating advance billings
which had not been collected as of the end of the fiscal year
described on page 9 of this report.

12
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DIST DocuMENT AVAILAR £

STATEMENT OF ASSETS AND LIABILITIES

AS OF JUNE 30, 1972

ASSETS

FUND BALANCES WITH U.S. TREASURY AND CASH:
Fund balances in U.S. Treasury (note b)
Cash on hand and in transit

ACCOUNTS RECEIVABLE AND ADVANCES:
Accounts receivable:
Government agencies {note c)
Other
Advances to employees

INVENTORIES:
Pubhlications for sale at cost (note d}
Printing work in process, at standard cost
Paper, envelopes, and other supplies, at cost

DEFERRED CHARGES

PROPERTY, PLANT, AND EGUIPMENT:
Land and buildings, at cost
Equipment and building appurtenances

Less allowance for depreciation

Total assets

Revolving  Other funds
fund (note a)

$ 32,275,770 § 5,716,940
995,068 -

Combined
funds

$ 37,992,71(
995,068

33,270,838 5,716,940

38,887,77¢

94,475,114 220,234 94,695, 34¢
543,840 - 543,840
3,170 - 3,17¢
95,022,124 220,236 95,242,35¢
7,316,401 - 7,316,401
20,694,870 - 20,694,87¢
7,731,491 - 7,731,491
35,742,762 - 35,742,767
20,531 - 20,531

- 9,085,173 9,085,177
33,435,241 1,113,661 _34,518,90:

33,435,241 10,198,834
25,719,731 7,407,236

43,634,07¢
33,126,967

7,715,510 2,791,598

10,507,108

$171,771,765 $ 8,728,772

$180,500,537

20ther funds comsist of account balances of the printing and binding appropriation, Office
of the Superintendent of Documents salaries and expenses appropriation, and the value of
building structures and land which-is specifically cxcluded from the GPO revolving fund by
law (44 U.S.C. 30%). The expenditures from the congressional printing and binding appro-
priation can only be used to reimburse the GPO revelving fund for work ordered by the Con-

gress.

bRevolving fund includes $12,702,100 for fiscal year 1972 increased mailing costs appropri-
ated by the Supplemental Appropriations Act of 1973 (Public law 92-607 dated QOct. 31,

1872).

cAccounts receivable--Government agencies revolving fund includes $610,423 due from the Of-
fice of the Superintendent of Documents salaries and expenses appropriation.

dPublications for sale, at cost after deduction of allowance for unsalable publications of
$1,064,356, and deduction for cost of unfilled cash orders received of $880,762.
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SCHEDULE 1

Y et BE

U

o Jut Lo

-LTABRBILITIES AND INVESTMENTS

i Revolving  Other {funds Combined

i fund (note a) funds

! LIABILITIES (note ¢):

} Accounts payable (notes f and g) $ 37,486,687 $1,008,352 § 38,495,039

§ Accrucd salaries and wages 1,846,168 196,584 2,042,752

i Amounts withheld from employees for purchase ;

§ of savings bonds and payment of taxes 1,608,042 . - 1,608,042

i Employees® accrued annual leave 4,578,469 324,405 4,902,874

! Customers® deposits and prepaid subscriptions 4,126,174 - 4,12¢,174

!

i 49,645,540 1,529,341 51,174,881

i

i

;

%

i

'

INVESTMENT OF U.S. GOVERNMENT:

Capital (note h) 85,315,383 - 85,315,383
Retained earnings {see sch. 2} (note i) 30,662,436 - 30,662,436
Appropriations and other fund balances ~ 7,199,431 7,199,431

) Income from sales of publications payable to

i Treasury (sece sch. 5) 6,148,406 - 6,142,406

Lk

i Total investment 122,126,225 7,199,431 129,325,656

§ Tetal Iiabilities and investrment of

5 U.S. Government $171,771,765 §$8,728,772  $180,500,537

®Does not include a contingent liability for the value of compensatory time off in lieu of
overtime pay earned and accumulated by GPO emplcyees; does not include $16,469,48% for the
net value of sick leave earned and accumulated by GPO employees.

pone e TS T e et

H fAccounts payable revolving fund includes liability of $12,702,100 owed to U.S. Postal
Service for increased mailing costs.

Cu

Accounts payable other funds consist of amount owed to the GPO revelving fund by the Of-

fice of the Superintendent of Documents salaries and expenscs appropriations in the amount
of $1,008,352.

S

'hDuring fiscal year 1972, revolving fund capital increased $3.5 million. This amount was
appropriated under Public law 82-51 to provide funds for improving the electrical and
air-conditioning systems and building appurtecnances.

YRetained earnings of $6,534,920 have been reserved for the purchase of machinery and
equipment.

o oo
£ e Y ST S

GA0O's opinion on these financial statements appears on page 12.
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. SCHEDULL 2
GOVERNMLNT PRINTING OFFICL
REVOLVING FUAD
CCMPARATIVE CONSOLTDATED STATEMENT OF INCOMF AND EXVENSES
FISCAL YLARS ENDLD JUNF 30, 1972 AND 1971
1972 1971
ENCOME :

Printing and binding services performed for Government
agencies and the Congress

$211,863,01!

§202,011,292

Document sales to the public {note a) 22,908,415 21,089,090
beficiency appropriation for fiscal year 1972 increased
matling costs {sce sch. 3) 12,702,300 -
Services associated with document sales: .
Reimbursements by appropriations to the Superintend-
ent of Documents (see sch. 3) 9,078,521 7,874,474
Services associated with depository libraries, cataloging
and indexing, and dtstributions for other agencies:
Reimbursements by appropriations to the Superintend-
ent of Documents {see sch. 4) 6,169,750 1,703,696
Blank paper sales:
Receipts from other Government agencies 16,378,398 11,434,094
Other 572,628 553,295
Total income 363,672,823 248,266,441
DIRECT COSTS.
Labor 77,879,562 68,333,041
- Material 24,910,592 25,022,541
Purchases of printing 129,819,778 88,035,350
Total d:rect costs 232,610,332 194,330,932
GENERAL AND ADMINISTRATIVE COSTS (note b) 62,682,977 42,101,318

Total costs

195,293,309

216,492,250

, NET INCOME TO THE RFVOLVING FUND 8,379,514 11,774,191
Less amount paysbie to the U.S. Treasury {sce sch. 5} 3,243,076 _u,70p,421
NET INCOME RETAINED BY THE REVOLVING FUND § 139,438 §_ 2,067,770

CHANGE IN LARNINGS RETAINED BY THE KEVOLVING FUND:
Balance July 1, 1871
Add:
Net iancome retained by revolving fund

Less:
Writeoff of material and supplies inventory

Balance June 30, 1972 (see sch. 1)

$ 30,835,224

139,338

30,974,662

__ 312,226

$_30,662,436

3pocument sales to the public for fiscal year 1972 includes unfilled cash orders recerved

of $2,939{809.

bThe increased general and administrative costs are primarily due to increased mailing costs
of the sales of publications operations of $13,297,931 and increased personnel compensation
and bepefits costs of the printang snd binding operaticns of §4,069,329.

GAD's opinion on these finmancial statcments appears on page 12.
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BALAIICES AT JULY 1, 1871

ADDITIONS:

Appropriations for fiscal year 1972

Peficrency appropriation for fiscal
year 1972 1increased mailing costs
(note t) (sec sch. 5}

Reimbursecments

Increase in investment in furniture
and fixtures

Total

LESS: -
Amounts paid ta the revolving fund
in pavoent for:
Corgre~sional printing and bind-
ing {sce sch. 4}
Increased mailing costs (see
sch. 4)
Sales dJdistribution (see sch., 4)
Other expenses
Unobligated funds returred to U.S.
Treasury
Deprec:ation on buildings and furni-
ture and fixtures
Increa~e 1n liability for employees'
annual leave, Superintendent of
Pocunents

Total deducticns
BALANCES AT JUNE 30, 1372 (see sch. 1)
APPROPRIATION UNOBLIGATED OR OVEROBLI-
GATED(-):
Unexpended balance at June 30, 1972
{as above)

Less obligaticns outstanding

Overobligation (note ¢)

e = YT
ot ’4 LA
AR TR SCHEDULE 3
GOVERNMKMERT PRIKTING OFF1ICE
OTHER FUNDS
STATUS OF APFROBRIATIONS AND OTHER FUND BALANCES
AT JUBE 30, 1972
Appropriation
for printing Appropriation
and binding for the
for the Superintendent Other
Congress of Documents {note a) Total
§$10,308,584 $ 255,402  §2,506,955 §13,162,941
38,000,000 14,829,508 - 52,829,900
- 12,702,100 - 12,702,100
- 452,873 - 452,973
- S - 173,118 173,118
48,398,584 28,240,375 2,682,073 79,321,032
43,956,339 - - 43,956,349
- ) 12,702,100 - 12,702,160
- 4,078,521 - 9,078,521
- 6,252,642 - 6,152,642
- 17,108 - 17,108
- - 160,434 160,434
- - 54,447 54,447
43,956,349 27,550,371 214,883 72,121,6D1

O abern s B Mt VT i YZ e A R S B g T Yot

s N Wit b e amie

B -

1S oo i O 3R Vi

§ 4,842,235 $ 290,004 $2,467,152 § 7,189,431
$ 4,442,235 § 290,004
26,280,526 29¢,604

—§$21,858,291 3 -

a - . .
Represents the book value of GPO, its central peper inventory warehcuse and connecting tunnel,
and the Superintendent of Documents furniture, machinery, and equipreat less the Superintendent
of Documenis erployees’ accrued annuel leave. .

bpn August 21, 1972, G¥D requested a deficirency appropriation of $12,702,100 for the Office ef
the Superintendert of Documents salaries and expenses appropriatien to cover the increased

mailing costs.

The Supplemental Appropriaticns &ct, 1973 {Public Law 92-607, dated Oct. 31,

1972} appropriatei $12,702,100 for sazlaries and expenses for fiscal year 1972 to remain avail-

able until expended.

“To be funded from subsequent yecars' appropriations.

GAQ's opinion on these financial stetements appears on page 12.
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SCHEDULE 4

GOVERNMENT

OTHER FUNDS

STATEMENT OF PAYMENTS

PRINTING

en =y

FROM APPROPRIATIONS TO THE REVOLVING FUND

FISCAL YEARS ENDED JUNE 30,

PAYMENTS FROM CONGRESSIONAL PRINTING AND

BINDING APPROPRIATIONS TGO REVOLVING FUND:

Congressional Record

Hearings

Miscellaneous printing and binding

Bills, resolutions, and amendments

Miscellaneous publications

Federal Register

Committee prints

House and Senate calendars

Documents

Supplements to the Code of Federal
Regulations

Committee reports

Franked envelopes

Publications for international exchange

Document franks

Total {see sch. 3)

PAYMENTS FROM APPROPRIATIONS TO THE SU-

PERINTENDENT OF DOCUMENTS TO THE REVOLV-

ING FUND:

1972 AND 1971

OFFLCE

1972 1971
$ 9,049,647 7,391,115
9,666,202 7,852,068
5,463,536 3,984,106
4,350,193 4,308,085
4,218,638 2,239,407
3,085,278 2,395,570
2,285,347 1,722,717
1,233,776 1,223,935
1,154,881 1,072,053
1,111,181 910,622
1,310,.61 1,307,761
617,785 602,085
358,987 309,525
50,637 36,724
$43,956,349 $35,356,173

Sales distribution expense (see sch. 3) & 9,878,521

1972 increased mailing costs (see
sch. 3)

Distribution for other agencies

Depository library distribution

Cataloging and indexing

Total {see sch. 3}

$ 7,874,974

12,702,100 -
2,153,194 1,379,255
3,353,533 2,856,377

663,023 468,064
$27,950,371 $1Z,578,670

GAO's opinion on these financial statements appears on page 12.

i8



z
e
i
b
3
1
°
E

P B LY

T e 4t e i v o A - N -
i s ap T I PRI L% g e iy BT B B g 0 i eV

o ™
TSR ST DT IR IETATAY Y | WS 1004 ) 04 ez

Gl ("N’Hmvwr‘ﬁ»'.-qw g

A LY
' AR

r

4

Yy

N i e "
&) vK,‘“""\‘,\J\\;"’J'frf‘g}{-i'm“:‘/.m;

GOVERNMENT PRINTING

REVOLYING FUND

AMOUNTS DUE U.S. TREASURY
FROM SALE OF PUBLICATIONS

SCHEDULE §

OFFICE

FISCAL YEARS ENDED JUNE 3G, 1972 AND 1371

INCOME.:
Income from document sales to the public (note a}

{see sch. 2)

Deficiency appropriation for fiscal year 1972 in-
creased mailing costs (see sch. 3}

Reimbursements by appropriations to the Superin-
tendent of Documents {see sch. 3)

Other inceme

Totzl income
COST OF PRINTING AND BINDING

OTHER EXPENSES:
Salaries and expenses (see sch. 3)
Administrative
Mailing ceosts (note b)

Total other expenses

NET INCOME FROM SALES OF PUBLICATIONS PAYABLE TO
THE TREASURY {(note c} (see sch. 2}

STATUS OF PAYMENTS DUE THE TREASURY:
Balance payable July 1, 1971
Add net inceme from sales of publications for
fiscal year 1972 payable to Treasury

Less payments to the Treasury during fiscal
year 1972

Balance payable June 30, 1372 {see sch. 1}

1972 1971
$22,908,415 §$21,689,090
12,702,160 -
9,078,521 7,874,974
494,856 491,101
45,183,932 30,055,165
9,848,741 8,874,117
9,078,521 7,874,974
2,960,052 1,841,042
15,056,542 1,758,611
27,085,115 11,474,627

$ 8,240,076

$ 9,706,421

$ 5,706,421

8,240,076
13,946,497

1,798,091

§ 6,148,406

2pDocument sales to the public for fiscal year 1972 include sales value of un-

filled cash orders received of $2,939,809,

YIncludes $12,702,100 for increased mailing ¢osts for fiscal year 1972,

“On August 21, 1972, GPO requested a deficiency appropriation of $12,702,100 for

the Office of the Superintendent of Documents salaries ‘and expenses apprcpria-

tion to cover the increased mailing cost for fiscal year 197Z.

The Supple-

mental Appropristions Act, 1973 {Public Law 92-607, dated Oct. 31, 1872}, ap-
propriated $12,702,100 for salaries and expenses for the fiscal year 1972 to

repain avdailable until expended.

for the fiscal year ended June 30, 1972.

GAO's opinion on these fimancial statements appears on page 12.
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Without this deficiency appropriation, the
sale of publications operation would have resulted in a net loss of $4,462,024

Forfis A" e

AT

RO PRI

J

N

ae g et L

P
3



SCHEDULE 6 | ! DOQM,@:.

CIUVERNMENT PRIKTING CFF it CE

REVOLVING AND OTHER FUNDS

STATEMENT OF SCURCES AND ArPLICATION OF FUNBS
FISCAL YFAR ENDFD JWNE 30, 1972

FUNDS WERL FROYILEL BY:

Printing and binding services performed {see sch. 2} $24},80%,011
N Document saies> to the public (see sch. 2} 22 008,415
Sales of paper (see sch. 2) 10,378,399
Appropriatiins: )
For congressicnal printing and binding 38,000,000
For the reveolving furnd 3,500, 00

For the Superintendent cf L-:curents:
$14,829,99C plus reimbursenents of $452,973
Increased marling costs {scve sch. 2}

Miscellaneous °

Totzl funds provided 345,601,838

FUNDS RERE APPLIED TO:
Operating costs, less allowance for Jepreciation nct requiring expenditure

of funds . 337,654,072
Pavments to the Treasury of i1ncore from publicetions sold {see sch. 5) 7,798 ,Us1l
Purchases of equipment 752,171
Uncbligated funds returned to the Treasury (sec sch. 3} 17,108

Total fuads applied

e

a%,231,425

DECREASE IN WORKING CAPITAL § ¢n3,587

Increase or

1972 1971 devrease(-)
ANALYSIS OF WORKING CAPITAL:

Fund bslances with the Treasurv and cesh $ 38,987,778 $ 49,647,350 -3 18,655,618
Accounts receivable and advances 65,242,358 67,870,790 27,371,563
Inventories (note z) 35,742,762 32,183,667 3,594,098
Deferred charges _ 20,531 26,006 -5,375
1€9,595.430 149,647,265 £0,306,165

Less lizbilities excluding empluyees® accrued annuel
leave, other funds _LC,85v 475 21,275,752
Total working capitatl §119,142,95¢ $120,312,54% ~§_ 969,587

®Fiscal year 1971 inventories include prior year's adjustment of $312,226 for writeoff of materiai and
supplies inventory.

GAD's opinion on these financial statements appears on page 12.
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b SUMMARY OF SIGNIEICANT ?
ACCOUNTING POLICIES
i e
1. GPO uses the straight-line method of depreciation for all x
depreciable assets. Rates of depreciation are based on :

4 useful life policies GPU established. g
B 2. Publications for sale inventory are recorded at cost through H
; a perpetual inventory system. H
2

3. Printing work in process inventory is recorded at standard :

cost. :

4. Paper inventory is recorded at a standard price which is a :
cemputed cost rate calculated by GPO. This inventory is ;

1 maintained through a perpetual system. :
|
21 - :
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e e UNITED STATES GOVERNMENT PRINTING OFFICE
QIFICE Of TnE WASHINGTON, D.C. 20401

PUBLIC PAINTER

april 27, 1973

Mr. H. L. Krieger

Regional Manager

U.S. Ceneral Accounting Office

Wazhington Regional Office

B03 West Broad Street

Falls Church, Virginia 22046 .

Dear Mr. Krieger:

Thank you for giving us the opportunity to review your draft report to the
Congress on the examination of GPO's financial statements for Fiscal Year
1972. My scvaff has reviewed the report in detail and I assure you that I
am concerned aboutr the points you raised and that my staff has taken appro-

priate corrective actions. Following are our comments on your findings and

recommendations appearing on Pages 11 to 23 of the draft report.

[See GAO note.}] .

Eighteen-Month Physical Inventory
Cycle Should Be Fellowed

On Page 14 of the draft report, you state that the net overage for all paper

properties tested was 48 percent. As the sample was small and the dollar

value of the net adjustment was not compared to the total value of the in-~
ventory, we believe this statement should be further qualified to avoid
giving the impression that the 48 percent overage applied to GPO's entire

Progress reports are now being required on the status of

paper inventory.
We are currently developing

the 18-month inventory cycle at least monthly.
plans to automate our inventory system to improve the accuracy and reli-
ability of our paper inventeory records. As of April 5, 1973, we were on
schedule with the current cycle in that about 90 percent of the paper
properties had been counted at least once. The current cycle ends June 30,

1973 and all paper stocks will be counted by that date.

Equal Opportunigy Employer « Keep Freedom in Your Future Wath U. 8. Scuvings Bonds
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APPENDIX I | T

[See GAO note.}

Paper, Envelopes., and Other
Supplies Inventories

When paper is issuved from the Central Office inventery or scld to other
Gov.rnment Agencies, handling charges are added to the cost to recover the
administrative costs associated withr,buying and storing paper. Uhile the
handling charges are included in the inventory account, they amount to
$59,150 and not $78,200 as indicated in your report. The diffevence is
atrributable to $95,330 worth of paper which was purchased dircctly from
paper contractors by the Field Printing Offices. As this paper was not
transferred from the €entral Office, it did not include handling charges.
In the future, we will make the appropriate adjustments to exclude handling
charges from our financial statements.

As mentioned in your draft report, the GPO Audit Staff poionted out that our
inventory of materials and supplies imcluded $211,827 of unidentifiable
items. We have designated inventory teams to count all malerials and sup-
plies items. We anticipate that the physical inventeries will be completed
by June 30, 1973 and that all unidentified items will be identified or
removed from the accounting records.

[See GAO note.}

Accounts Payable Are
Not Fairly Stated

As mentioned in your draft report, the GPO Awdit Stafl reviewed the Accounts
Payable and found numerous transactions that should not have been included in
the account. We have assigned staff to review our accounts payable subsidiary
records on a regular basis and to purge all previcusly paid bills. During
Fiscal Year 1973, we established procedures for duily review of all accounts
payable input to the computer. These improved precedures enabled us to re-
duce the error rate to about five percent, as of March 31, 1973. In addition,
we are considering computerized edit procedures so that listings of question-
able transactions can be generated automatically and then revicwed in detail.
We believe these actions will eliminate significant overstatement of this
account in the future.

'i\‘ -
i

Equal Opportunity Emplojer «

i

Keep Freedom in Your Future Wua [, § Satings Bends Lt
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APPENDIX 1

Deferred Credits - Advanced Billings Are Not
Counsistent With the Prior Year's Statement

B4 ety

Occasionally, Govermment Agencies ask the Covernment P'rinting Office to submit
an invojce before we complete the requested work. Uthen this occurs, the Office
records the amount of the invoice as a Deferred Credit. For statement pur-
poses, our procedure requires that uncollected advance billiugs be removed

. from the accounting records. This procedure was followed for Fiseal Year 1970
and prior fiscal years. Houwever, due to an oversight, we failed to follow the
procedure for Fiscal Years 1971 and 1972. Ve have taken action to ensure

that the procedure is followed in the future. :

e

I would appreciate your corments and opinion on the propriely of GPO's hilling
for work prior Lo completion.

Prior Year Adjustment Should Be
Included in Current Income Statement

W e e

~erp ey ven
[P

Your draft report stated that the write-of{ of materials and supplics inven-
tories to Retained Larmings should have been made to current costs which would
have shown a net loss to the Revolving Fund of $172,788. Shortly atter the
inception of the Revolving Fund, the Covernment Printing Office established

e

s
; :
H a policy to treat prior year adjustments as current year traasactions. The .
: adjustment referred to in your draft report was for cartens in the Binding H
{ Pivision Substore. OQur records showed that the cartons could have been

overstated to some extent for the past several years. Decause of this, the -
decision was made to record rhe inveatory write-olf as a prior year adjustiment.
However, future adjustments will be recognized as current year lransaclions
except as otherwise provided by generally accepted accounting principles.

WP a1

Opinion on Financial Statements

On Pages 2 and 27 of your draft report, you state that accounts payable and
corresponding expenses were overstated as of June 30, 1972 because the
accounts payable balance included bills which had been paid prior to year
end. Your draft report should also state that accounts receivable and inceme
from printing and binding services perforind were also overstited.

R

R e w414 e

Sincerety,

,//’]—,//’;%%?é%:z .
. 2

T. F. McCormick

Public Printer
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GAG note: Selected cvomments relate to matters which were
presented in the draft report but which have been
revised or omitted from the final report.
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APPENDIX I1I
PRINCIPAL OFFICIALS OF GPO
RESPONSIBLE FOR ADMINISTRATION OF ACTIVITIES

DISCUSSED IN THIS REPORT

Tenure of office

From To
PUBLIC PRINTER:
Thomas F. McCormick Mar. 1973 Present
larry J. Humphrey (acting) Jan. 1972 Feb. 1973
DEPUTY PUBLIC PRINTER:
Leonard T. Golden {acting) May 1972 June 1973
Harry J. Humphrey Dec. 1970 Apr. 1972
ASSTSTANT PUBLIC PRINTER (OP-
ERATIONS) :
William T. Meany (acting) May 1972 Present
Leonard T. Golden (acting) Feb. 1972 - Apr. 1972
ASSISTANT PUBLIC PRINTER (MANAGE-
MENT AXD ADMINISTRATION): .
W. H. Lewis (acting) Nov. 1971 Present
CCMPTROLLER: ,
Vacant Feb. 1973 Present
Herbert J. Thayer July 1971 Jan. 1973
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